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May 7, 1998

The Honorable Gilford Gillen, President
and Members of the Caddo Parish Commission
Caddo Parish Courthouse
501 Texas Street
Shreveport, Louistana 71101-5409

Dear Commissioners:

In compliance with Section 3-09 of the Home Rule Charter for Cadde Parish, we are
pleased to submit the Primary Government Fmancial Report of the Caddo Parish
Commission (the “Cominission”) for the year ended December 31, 1997. Tiis
document is the official publication of the Commission’s financial position at

December 31, 1997, and the results of operations for the year then ended including all
funds and account groups of the Commission (primary government).

This report was prepared by the Department of Finance. Responsibility for both the
accuracy of the data presented and completeness and fairness of the presentation,
including all disclosures, rests with Commission management. We believe the data, as
presented, is accurate in all material aspects and that the report fairly sets forth the
financial position of the Caddo Parish Commission and the results of its operating
activities for 1997 in the manner necessary for the reader to gain the maximum
understanding of Commission financial affairs,

The report complies n all material respects to the authoritative promulgations of the
Governmental Accounting Standards Board, except as noted below. The notes to the
combined financial statements explain Commission accounting policies, basis of

accounting, funds and account groups used, as well as other significant accounting
information. These notes are an integral part of this report.

Accounting System and Financial Information

The Reporting Entity and Its Services

The Commission provides a wide range of services including criminal and juvenile
justice, highways and streets, sanitation, planning and zoning, public health, librarics,
recreational facilities, economic development and general administrative services.
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These financial statements present the Caddo Parish Commission (the primary

government) and do not include the data of the discrete component units necessary for
reporting 1n conformity with generally accepted accounting principles.

Several agencies provide public services to Caddo Parish residents and should be
included In the financial statements of the Commission as discrete component units
because they are legally separate from the Commission. Financial data for these
entities is not included in this report. Louisiana statutes do not require annual audited
financial statements to be prepared for a majority of these units. Generally accepted
accounting principles do not allow us to present unaudited or out of date information in
our statements. Since annually audited financial statements are generally not available
from these units, we have elected to issue a report covering only the Commission, the
primary government. The entities thus excluded are:

Caddo Parish Sheriff’s Office and Tax Collector
Caddo Parish Clerk of Court

Caddo Parish Tax Assessor

Caddo Community Action Agency

Caddo Parish Communications District Number 1
Waterworks District Number 1

Waterworks District Number 7

Waterworks District Number 8

Sewerage District Number 2

Sewerage District Number 7

Fire District Number 1

Fire District Number 2

Fire District Number 3

Fire District Number 4

Fire District Number 5

Fire District Number 6

Fire District Number 7

Fire District Number 8

Fire District Number 9

North Caddo Hospital Service District

Internal Controls

In developing and evaluating the Commission’s accounting system, consideration is given to the
adequacy of internal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurance regarding: (1) the safeguarding of assets against loss from
unauthorized use or disposition; and (2) the reliability of financial records for preparing financial
statements and maintaining accountability for assets. The concept of reasonable assurance recognizes
that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the evaluation
of costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe that the Commission's

internal accounting controls adequately safeguard assets and provide reasonable assurance of proper
recording of financial transactions.
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Single Audit

As a recipient of federal and state financial assistance, the Commission is responsible for ensuring that
an adequate internal control structure is in place to ensure compliance with applicable laws and
regulations related to those programs. This internal control structure is subject to periodic evaluation
by management,

As a part of the Commission’s single audit, tests are made to determine the adequacy of the internal
control structure, including that portion related to federal financial assistance programs, as well as to
determine that the Commission has complied with applicable laws and regulations. The results of the
Commission’s single audit for the fiscal year ended December 31, 1997, provided no instances of
material weaknesses in the internal control structure or significant violations of applicable laws and
regulations. The single audit report is issued separately from this primary government annual financial
report.

Method of Accounting

The accounting records for general governmental operations are maintained on a modified accrual basis
with the revenues being recorded when measurable and available and expenditures being recorded
when the liability is incurred.

Budgetary Controls

The Commission maintains a system of budgetary controls, the objective of which is to ensure
compliance with the annual appropriated budget. Activities of the General Fund, certain Special
Revenue Funds, and Debt Service Fund are included in the annual appropriated budget. Project-length
budgets are adopted for the Capital Projects Funds. The level of budgetary control (that is, the level at
which expenditures cannot legally exceed the appropriated amount) is on a functional basis. The
Commission also maintains an encumbrance accounting system as one technique of accomplishing
budgetary control. Purchase orders which would result in the material overrun of a departmental
budget are rejected by the accounting system and are not processed until additional funding is available.
Monthly budget reports are prepared for management’s use in monitoring and control of the approved
budget. Open encumbrances are reported as reservations of fund balance at December 31, 1997.

Risk Management

The Commission maintains limited risk management programs for general liability and workers’
compensation. As part of this plan, workers are trained In accident prevention and hazard avoidance
techniques, Third party coverage of $3,000,000 is maintained for general liability claims. Retention
limits are $50,000 per claim with an annual aggregate total of $350,000. Third party coverage is also
maintained for workers’ compensation cases above $50,000. In addition to the revenues collected in
the General Insurance Fund, resources are designated within the General Fund for payment of potential
claims. Stop-loss coverage is maintained for workers’ compensation cases above $200,000,

The Commission is partially self-insured for employee medical and life insurance with third party
coverage for occurrences over $75,000 and an aggregate stop-loss coverage for losses in excess of
125% of expected claims. All known claims filed and an estimate of all incurred but unreported claims
existing at December 31, 1997, have been recorded as accrued insurance claims payable.
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Financial Data

The following paragraphs highlight the activities of the various funds and describe significant financial
events and reporting practices reflected in this report.

General Fund

The General Fund is a major operating fund of the Commission and provides for many essential
services. General Fund revenues totaled $4,381,008 for 1997 which was an increase of 1.2% from the
1996 revenues. Ad valorem taxes and intergovernmental revenues generated 83.3% of the total 1997
General Fund revenues compared to 85.9% in 1996. The intergovernmental revenues consist of funds
shared by the State of Louisiana, i.e., severance taxes and State Revenue Sharing. The amounts of
revenues from the various sources in 1997 are shown in the following tabulation:

Increase

Percent (Decrease)

Revenues Amount of Total From 1996
Taxes $ 2,716,916 62.0% $ 111,561
Licenses and permits 397,361 9.1 15,533

Intergovernmental 077,742 22.3 (132,450)
Use of money and property 107,345 2.5 20,530
Other 181,644 4.1 38,673
Total revenues $ 4,381,008 100.0% $ 53847

Intergovernmental revenues decreased due to a decrease in the parish severance tax distribution from
$888.911 in 1996 to $764,858 in 1997. Tax revenues increased due to a growth in the taxable
assessment. This resulted primarily from an increase in new construction.

General Fund expenditures totaled $3,852,260 in 1997 which is up 2.9% from the 1996 level of
$3,745,405. The amounts of expenditures by function for 1997 are shown in the following tabulation:

Increase
Percent (Decrease)
Expenditures Amount of Total From 1996
General government $ 3,621,355 94.0% $ 92,201
Health and welfare 187,161 4.9 6,922
Education 43,744 1.1 7,732
Total expenditures $ 3.852.260 - 100.0% $ 106,855

The unreserved and undesignated fund balance in the General Fund increased to $2,859,784 in 1997
from $2,458,569 in 1996. This unreserved and undesignated fund balance represents 74.2% of the
1997 General Fund expenditures. Total fund balance increased by $528,748 to $3,190,549.
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Special Revenue Funds

Special Revenue Funds are used to account for specific revenue sources that are designated or
restricted to specific uses. These funds, in total, represent the largest portion of the Commission’s

operating budget.

Total revenues for the Special Revenue Funds for 1997 amount to $37,947,676, an increase of 10.7%
from the 1996 total of $34,267,520. Ad valorem taxes, sales taxes, special assessments, and
intergovernmental revenues generated 91.5% of the total revenues in 1997 and 94.3% in 1996. During
1997, the intergovernmental revenues consisted primarily of State Revenue Sharing and various federal
and state grants. A portion of the sales tax revenues collected will be refunded based upon enterprise
zone contracts at project completion. Accordingly, a liability has been recorded in the Solid Waste
Special Revenue Fund and the Road Construction Capital Projects Fund in the amount of $218,187 and
$454,706, respectively. The revenues from various sources in 1997 are shown in the following
tabulation:

Increase

Percent (Decrease)

Revenues Amount of Total From 1996

Taxes $ 27,557,110 72.6% $ 2,259,816
Intergovernmental 7,146,420 18.8 109,994

Fees, charges, and

commissions for services 59 167 2 (42,714)
Fines and forfeitures 187,176 S (21,091)
Gaming 2,176,489 3.7 1,181,970
Use of money and property 598,431 1.6 161,387
Other 222.883 .6 30,794
Total revenues $ 37.947.676 100.0% $ __3,680.156

Taxes increased due to the growth in the taxable assessment. Gaming revenues increased due to the
opening of a second riverboat casino within Caddo Parish.

Expenditures in the Special Revenue Funds totaled $30,287,341 in 1997 which is an increase of 10.3%

from the 1996 level of $27,454,710. The expenditures by general government function for 1997 are
shown in the following tabulation:
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Increase

Percent (Decrease)

Expenditures Amount of Total From 1996
General government $ 4,679,213 15.4% $ 425,410
Public safety 5,213,532 17.2 453,067
Health and welfare 6,862,020 22.7 282 587
Highways and streets 3,676,163 12.1 24,116
Sanitation 1,337,629 4.4 (258,248)
Culture and recreation 6,974,710 23.0 2,275,059
Economic development 1,438,294 4.8 (370,480)
Debt service 105,780 4 1,120
Total expenditures $ 30,287.341 100.0% $ 2.832,631

General government expenditures increased due to an increase In salaries at the Juvenile Court and due
to the transfer of certain social service expenditures to the Riverboat Boarding Fund. Public Safety
expenditures increased due to the costs of housing increased numbers of criminals and juvenile
offenders. Health and welfare expenditures increased due to additional federal funding received for the

Caddo Community Action Agency. The sanitation function decreased due to a 1996 Community
Development Block Grant for sewer construction for which there was no similar project in 1997,

Culture and recreation increased due to the capital expansion program of the Shreve Memorial Library.

Economic development decreased due to a reduction in reimbursements for program activities
requested by the Biomedical Research Foundation,

The total fund balance in the Special Revenue Funds increased to $19,334,626 in 1997 from
$13,849,413 in 1996, an increase of $5,485,213 or 39.6%. Fund balance for all special revenue funds
represents 63.8% of the 1997 expenditures.

Debt Administration

The ratio of net bonded debt to assessed valuation and the amount of bonded debt per capita are useful
indicators of the Commission’s debt position. As of December 31, 1997, net bonded debt of
$16,947,970 was 1.64% of the assessed value and $69 per capita.

Debt activity for 1997 is summarized as follows:

General Obligation Certificates of

Bonds Indebtedness
Balance, December 31, 1996 $ 26,365,000 305,000
Additions — —
Retirements 2,995,000 95,000
Balance, December 31, 1997 $ _23,370.000 210,000

In addition to the $2,995,000 and $95,000 in bonds and certificates retired, the Commission paid
$1,372,609 in interest on the general obligation bonds from the Debt Service Fund. Interest of

$10,780 was paid on the certificates of indebtedness in 1997 from the Courthouse Maintenance and
Parks and Recreation Special Revenue Funds.
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Capital Projects Funds

The Capital Projects Funds are used to account for the acquisition or construction of major capital
facilities. Revenues totaled $5,719,986 in 1997, which was a decrease of 8.2% from the 1996
revenues of $6,226,834. Intergovernmental revenues accounted for the majority of the decrease. In
1997, the Commission received a total of $80,424 for various capital projects from the State of

Louisiana. In 1996, the State provided $896,488 for completion of the Gilmer Lateral Drainage
Project.

Expenditures for capital improvement projects in 1997 totaled $6,258,270, which was a decrease of
25.3% from the 1996 expenditures of $8,381,102, Accounting for the majority of the decrease was the
completion of the Gilmer Lateral Sewer project in 1996 offset by fluctuations in a number of
infrastructure projects and fixed asset acquisitions in the Capital Outlay Fund, which accounts for
capital expenditures and construction projects in progress. The primary sources of funding for capital
improvements were general obligation bond proceeds, sales tax revenues, intergovernmental grants
(which included $1,537,016 received from the State’s Parish Transportation Fund), and interest earned
on idle funds prior to or during the construction period.

Proprietary Fund Activities - Internal Service Funds

The Commission has three internal service funds. Their operating results are summarized below:

Group Insurance

In 1997, actuarially determined employer and employee contributions were $1,045,129 and $342,857,
respectively. Medical claims totaled $1,161,009 and stop-loss insurance premiums totaled $194,606.

Incurred but not reported claims have been accrued and the fund balance at December 31, 1997 is
$2,250,271.

General Insurance

In 1997, charges for services totaled $645,025. Casualty and worker’s compensation claims totaled
$141,694 and re-insurance premiums totaled $255,402. All known claims have been accrued and the
fund balance is $314,590 at December 31, 1997.

Fleet Service

In 1997, charges for sales and services totaled $1,114,168 and cost of sales and services totaled
$1,073,709. The fund has a deficit in the amount of $221,306 at December 31, 1997, which should be
funded by assignments of additional repair work to the central garage facility and surcharges on billing
to departments.

Fiduciary Funds

The Fiduciary Funds are used to account for assets held by the Commission in a trustee or agent
capacity. The Commission’s Fiduciary Funds include Expendable Trust, Nonexpendable Trust, and
Agency Funds. The Trust Funds account for the proceeds of certain properties dedicated for specific
activities. Agency funds include the Criminal Court Fund which accounts for criminal court activities
and the Commission’s Deferred Compensation Fund.

X111
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General Fixed Assets

The general fixed assets of the Commission are those fixed assets used in the performance of general
governmental functions. As of December 31, 1997, the general fixed assets of the Commission
amounted to $78,979,846. This amount represents the original cost of the assets and is considerably

less than their present value. Depreciation of general fixed assets is not recognized in the
Commission’s accounting system.

Pension Plans

Substantially all Commission employees are members of the Parochial Employees’ Retirement System
of Louisiana. Employee payroll deductions of 9.5% of gross pay are partially matched by the
Commission at a rate of 7.75% of gross wages. All deducted and matched funds are remitted to the
retirement system.

Retirement benefits are administered by the statewide plan and are not guaranteed by the parish.

Cash Management

The Commission has a cash management program which consists of pooling cash and investments for
all funds of the Commission except the Shreve Memorial Library. Available cash was invested in a
special bank “sweep account” collateralized by obligations of United States government agencies or
insured by the Federal Deposit Insurance Corporation. Additional investments are accomplished
through purchases of obligations of the United States Treasury, obligations of United States government
agencies, and by participation 1n the Louisiana Asset Management Pool. Amounts due to employees,
as deferred compensation under IRS Section 457, are invested under contract with the Public
Employees Benefit Service Corporation,

As of December 31, 1997, the Commission had loans outstanding from banks in the total amount of

$8,000,000 with interest at 4.17%. All loans were secured by pledge of revenues and were repaid on
or before their maturity dates of March 2, 1998,

Other Information

Independent Audit

Section 3-09 of the Home Rule Charter for Caddo Parish requires that the Parish Commission provide
for an annual independent audit of all accounts and financial transactions of the Commission. In 1997,
the Commission continued use of the single audit approach, which required a simultaneous audit of all
Commission entities., The Parish Commission designated KPMG Peat Marwick LLP as the
independent auditors and their report follows as an integral component of this report.

Additional Financial Information
Certain financial information has been selected for presentation, in a graphical format, on the pages
immediately following this letter. This format is utilized to allow the reader to quickly review

additional information concerning the overall financial operations of the parish and ascertain recent
historical trends in the areas illustrated.
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FUND BALANCE LEVEL
Operating Funds for 1991 - 1997
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